Washington State — Integrated Community Mental Health Program
Section D. Cost Effectiveness

In order to demonstrate cost effectiveness, a waiver renewal request must
demonstrate that it was cost-effective during the previous two-year waiver period
(Years 1 and 2) and must show that the cost of the waiver program will not exceed
what Medicaid costs would have been in the absence of the waiver in the upcoming
two-year waiver period (Years 3 and 4),

With respect to waivers involving capitated reimbursement, a State's computation of
its UPL (as required by 42 CFR 447.361) may serve the dual purpose of computing
the projected Medicaid costs in the absence of the waiver as well. The UPL is only
one component of waiver cost effectiveness, which must also include
comparisons of a State’s administrative costs and relevant FFS costs with and
without the waiver as well,

HCFA offers the following suggestions to States in completing this section:

. States are strongly encouraged to use the revised waiver preprint format to
reduce the number of questions regarding their cost-effectiveness calculations.
Please note that use of the revised preprint is optional.

. Cost effectiveness for 1915(b) waivers is measured in total computable dollars
(Federal and State share).

. States are not be held accountable for caseload changes when submitting their
waiver renewal cost-effectiveness calculations for services. States should have Per
Member Per Month (PMPM) costs for the 2-year period equal to or less than
projected Without Waiver costs as calculated in Step 18 of Appendix D.IV of their
initial preprint. Please ensure that you are using the PMPM Without Waiver
costs that were approved in the previous waiver in your renewal. In addition,
States will also not be held accountable for benefit package, payment rate, or other
programmatic changes made to the waiver program.

. Waiver expenditures should be reported on the Quarterly Medicaid Statement
of Expenditures (Form HCFA-64 Report), according to reporting instructions in the
State Medicaid Manual, Section 2500. If the State has specific questions regarding
this requirement, please contact your State’s HCFA accountant in the Regional
Office.

e A setof sample preprint Appendices has been included with this preprint using
Year 2 of one State’s experience (DSAMPLE.XLS). Blank Appendices have been
included for your use (APPD.XLS). Please modify the spreadsheets to meet your
State’s UPL and rate development techniques, using the State’s capitated rate
cells (most states use eligibility category, age, and gender-adjusted cells). Ifa
waiver program does not cover all categories of service, the State should modify the
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spreadsheet to include only covered services. Please submit the electronic
spreadsheets used to create the Appendices to HCFA (HCFA currently uses Excel,
which will convert both Lotus and QuatroPro). Please structure the worksheets as
schedules which can link the totals between spreadsheets and roll up into a
summary if the State has that capability. Linking the sheets and summaries will
reduce copying from one schedule to another, which may introduce errors.

) The costs and enroliment numbers for voluntary populations (i.e., populations
which can choose between joining managed care and staying in FFS) should be
excluded from the waiver cost-effectiveness calculations if these individuals are not
included in the waiver. in general, HCFA believes that voluntary populations should
not be included in 1915(b) waivers (i.e., excluded in Section A.lLI and A.ll.m). If the
State wants to include voluntary populations in the waiver (i.e., listed in Section
A.lli.b.3), then the costs and enrollment numbers for the population must be included
in the cost-effectiveness calculations. [n addition, States that elect to include
voluntary populations in the waiver are required to submit a written explanation of
how selection bias will be addressed in the rate setting or with waiver calculations.
HCFA may require the State to adjust its upper payment limits for the voluntary
population to account for selection bias.

Description of the Cost-Effectiveness Calculation Process:

in general, the UPL for capitation contracts on a risk basis (e.g., MCO, HIO, or PHP)
is the State agency's estimated cost of providing the scope of services covered by
the capitation payment if these services were provided on a FFS basis.
Documentation for the without waiver costs must be calculated on a per member per
month basis.

’ In order to determine cost-effectiveness, States must first document the
number of member months participating in the waiver program for the previous
waiver period (Year 1 and Year 2). They must then estimate the number of member
months for the target population which will participate in the waiver program for the
upcoming waiver period (Year 3 and Year 4) See Appendix D.II, Steps 1-4. The
member months estimation should be based on the actual State eligibility data in the
base year and the experience of the program in Year 1 and Year 2.

. The base year and the source of the without waiver data need to be identified
for Years 1 - 4. The sources for this data and any adjustments to this data must be
listed (Appendix D.I1l, Steps 5-9). If the State is proposing to use a different
methodology for Years 3 and 4, please document all differences between the
methodologies. Without Waiver Costs should be created using a FFS UPL based
on FFS data with FFS utilization and FFS inflation assumptions, HCFA recommends
that a State use at least three years of FFS Medicaid historical data to develop
utilization and inflation trend rates.

. Statistically valid (as defined by the State's actuary} without waiver cost and
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eligibility data for the population to be covered must be established. Base years
should be specific to the eligibility group and locality covered by the contract and, to
the extent possible, the costs included in the capitation rates. The exception to this
would be where the size of the group is not sufficiently large to represent a
statistically valid sample. These base year costs need to be broken down into each
of the main service categories covered under the contract—inpatient hospital,
outpatient hospital, physician, lab and x-ray, pharmacy, and other costs (Appendix
D.lv, Steps 10-13).

. Once the base year costs are established, States need to make adjustments
to that data in order to update it to the year to be covered by the capitation contract.
These adjustments represent the impact on Medicaid costs from such things as
inflation, utilization factors, administrative expenses, program changes, reinsurance
or stop-loss limits, and third party liability. When these adjustments are computed
and factored into the base year costs, the end result is a projected UPL for the year
under contract (Appendix D.IV, Steps 14-16). The State then needs to consider the
effect of costs which are outside the capitation rate (and therefore outside the UPL),
but are affected by the capitated contractor. These services are generally referred to
as wraparound services, and may include such services as pharmacy. Because the
capitated contractor can affect the costs of these wraparound services, they must be
included in the without waiver cost development (Appendix D.IV, Steps 17-18).
Without waiver costs must be developed for all Years 1 - 4.

. States must document actual PMPM costs under the waiver for the previous
fwo-year period. They also must estimate the PMPM costs under the upcoming
waiver period. The costs should include services controlled by the waiver but not in
the capitated rate, plus the agency's average per capita administrative costs related
to these services (Appendix D.V, Steps 19-29).

. States must then calculate the aggregate costs without the waiver and the
aggregate costs with the waiver (Appendices D.Vi, D.VIi, Steps 30-35).

. States must clearly demonstrate that, when compared, payments to the
contractor did not exceed the UPL in the past two years and will not exceed the UPL
in the future two years (Appendix D.VIII, Steps 36-37), and costs under the waiver
did not exceed costs without the waiver costs in the previous period and will not
exceed without waiver costs in the future (Appendix D.VIII, Steps 38-40).

Assurance (Please initial or check)

X The fiscal staff in the Medicaid agency has reviewed these calculations
for accuracy and attests to their correctness.

Name of Medicaid Financia! Officer: Susan Lucas
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Telephone Number: (360) 902-0830

The following questions are to be completed in conjunction with the Workshest
Appendices. We have incorporated step-by-step instructions directly into the
worksheet using instruction boxes. Where further clarification was needed, we have
included additional information in the preprint. All narrative explanations should be
inctuded in the preprint.

I Type of Contract The response to this question should be the same as in
A.ll.e.

a. Risk-comprehensive (fully-capitated--MCOs, HiOs, or certain PHPs)
b. x Other risk (partially-capitated--PHP)

G. Non-risk. Please use Section C of the PCCM initial application.

d. Other (please explain):

Il.  Member Months: Appendix D.Il.

Purpose:  To provide data on actual and projected enroliment during the waiver
period. Actual enroliment data for the previous waiver period must be obtained from
the State’s tracking system. Projected enrollment data for the upcoming period is
needed to determine whether the waiver is likely to be cost effective. This data is
also useful in assessing future enrollment changes in the waiver.

Step 1: Please list the rate cells which were used in setting capitation rates
under the waiver. The number and distribution of rate cells will vary by State. If the
State used different cells in Years 1 & 2 than in Years 3 & 4, please create separate
tables for the two waiver periods. The base year should be the same as the FFS
data used to create the PMPM without waiver costs. Base year eligibility
adjustments such as shifts in eligibility resulting in an increase or decrease in the
number of member months enrolled in the program should be noted here. Note:
because of the timing of the waiver renewal submittal, the State may need to
estimate up to six (6) months of enroliment data for Year 2 of the previous waiver
period.

Step 2: See instruction box. If the State estimates that all eligible individuals will
not be enrolled in managed care (i.e., a percentage of individuals will be unenrolled
because of eligibility changes and the length of the enrollment process) please note
the adjustment here.

Step 3: See instruction box. In the space provided below, please explain any
variance in member months, by region, from Year 1 to Year 4.

Step 4: See instruction box. In the space provided below, please explain any
variance in total member months from Year 1 to Year 4.

a. Population in base year data
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1.__X Base year data is from the same population as to be included in the
waiver.
2. Base year data is from a comparable population to the individuals to be

included in the waiver. (Include a statement from an actuary or other explanation
which supports the conclusion that the populations are comparable.)

lil. Without Waiver Data Sources and Adjustments: Appendix D.H.

Purpose:  To explain the data sources and reimbursement methodology for base
year costs.

- To identify adjustments which must be made to base year costs in order to arrive at the
UPL for capitated services and the without waiver costs for all waiver services.

NOTE: The data on this schedule will be used in preparing Appendix D.IV Without
Waiver Cost Development. Alsg, it is acceptable to use encounter data or
managed care experience to develop with waiver costs or set capitated rates (see
Section D.V). At this time, it is not acceptable to use experience data to develop
without waiver costs. A workgroup has been formed to examine this policy. This
submittal will be updated based upon the outcome of that workgroup.

NOTE: If the State is proposing to use a different methodology for Years 3 and 4
than were used in Years 1 and 2, please document all differences between the
methodologies.

Regional Offices approve annual UPLs and contract rates developed by States.
They are authorized to approve UPLs and contract rates that fall under the
methodologies granted under the original and subsequent waiver authority.
Modifications to the UPL development methodology should be approved through a
waiver modification as explained in the instructions to this submittal.

Step 5: Actual cost and eligibility data are required for base year PMPM
computations. Specify whether the base year is a State fiscal year (SFY), Federal
fiscal year (FFY), or other period. Please note the waiver years that this
methodology was in place. Submit separate Appendix D.IIl charts if different
methodologies or services were used in the Without Waiver costs for the
upcoming waiver period than in the previous waiver period. Piease provide an
explanation in the space below if: a) multiple years are used as the base year; or b)
data from sources other than the State's MMIS are used.

Step 6: See instruction box. This chart should be identical to the chart in Section
Allld.1. \
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Step 7: UPL Adjustments: On Appendix D.lIl check all adjustments that apply
1o base year data.

Step 8. Fee-For-Service Wraparound Cost Adjustments: See instruction box,
Instructions For Steps 7 and 8 above:

Required Adjustments a. through g. (below) and Appendix D.lIl must be completed
by all States. Optional Adjustments a. through 1. (below) should be completed if the
adjustment applies to your State. For each Optional Adjustment that does not apply,
the State should note if they have made a policy decision to not include that
adjustment. if the State has made an adjustment to its without waiver cost,
information on the basis and methodology information below must be completed and
mathematicaily accounted for in Appendix D.IV. All adjustments may be computed
on a statewide basis, although some (e.g. reinsurance, stop/loss) may be specific to
certain contracts and shouid be noted where appropriate. Similarly, some
adjustments will apply to all services and to all eligibility categories while others will
only apply to specific services provided to distinct eligibility categories. Again, it is
very important to complete this preprint and Appendices D.IIl and D.IV as necessary
to account for the proper methodology used by the State to calculate the UPL.

Describe below the methodology used to develop each adjustment. Prior approval is
necessary for methodologies that are not listed as an optional check-off. Please
note on each adjustment if the methodology is proprietary to the actuary. Note:
HCFA’s intent is that if an accepted methodology is used (i.e., is one of the check-
offs) and the size of the adjustment is noted in the Appendices and appears
reasonable, then no additional documentation would be required for the waiver
application. However, the HCFA RO may require more documentation during the
UPL and contract rate approval process.

Please note the waiver years that each adjustment was in place if the
adjustment was not made for all four years. Submit separate Appendix D.IV
charts for each year in the Without Waiver costs for the previous and
upcoming waiver period.

Previous Waiver Period

a. During the last waiver period, the methodology used to calculate cost-
effectiveness was different than described in the waiver governing that period. The
differences were:

Please note the date of any methodology change and explain any methodology
- changes in this preprint. See also Step 5.

Upcoming Waiver Period —~ For all three subsets of adjustments (Without Waiver
Response required, Optional, and With Waiver Cost Adjustments) in this section,
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please identify any responses that reflect a change in program from the previous
waiver submittal(s) by placing two asterisks (i.e., ™*") after your response.

State Response to These Adjustments Is Required

a.  Disproportionate Share Hospital (DSH) Payments: Section 4721 of the BBA
specifies that DSH payments must be made solely to hospitals and not to
MCOs/PHPs. Therefore, DSH payments are not to be included in cost-effectiveness
calculations. Section 4721(c) does permit an exemption to the direct DSH payment.
If this exemption applies to the State, please identify and describe in the Other
Block. -

1. X We assure HCFA that DSH payments are excluded from base year data.
2. x We assure HCFA that DSH payments are excluded from adjustments.

3. Other (please describe):

b. Incurred but not Reported (IBNR) (Appendix D.lII, Line 47); Due to the lag
between dates of service and dates of payment, completion factors must be applied
to data to ensure that the base data represents all claims incurred during the base
year. The IBNR factor increases the reported totals to an estimate of their ultimate
value after all claims have been reported. Use of at least three years is
recommended as a basis.

Basis:

1. X IBNR adjustment was made. Please indicate the number of years used
as basis 3+years

X Claims in base year data source are based on date of service.

if, Claims in base year data source are based on date of payment.

2. IBNR adjustment was not necessary (Please explain).

Methodology:

1._ X Calculate average monthly completion factors and apply to the known
paid total to derive an overall completion percentage for the base period.

2. Other (please describe):

c. Inflation (Appendix D.1lI, Line 48): This adjustment reflects the expected
inflation in the FFS program between the Base Year and Year One and Two of the
waiver. Inflation adjustments may be service-specific and expressed as percentage
factors. States should use State historical FFS inflation rates.

Basis:

1. State historical inflation rates

(a) Please indicate the years on which the rates are based: Inflation base
years

(b) Please indicate the mathematical methodology used (multiple regression, linear
regression, chi-square, least squares, exponential smoothing, etc.):

2. X Other (please describe): Bureau of Labor Statistics inflation factor for
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medical inflation

d.  Third Party Liability(TPL) (Appendix D.lIl, Line 61): This adjustment should be
used only if the State will not collect and keep TPL payments for post-pay recoveries.
If the MCO/PHP will collect and keep TPL, then the Base Year costs should be
reduced by the amount to be collected.

Basis and methodology

1. No adjustment was necessary

2.__X Medicaid Management Information System (MMIS) claims tapes for UPL
and rate development were cut with post-pay recoveries already deducted from the
database.

3. State collects TPL on behalf of MCO/PHP enroliees

4. The State made this adjustment:

5. Post-pay recoveries were estimated and the base year costs were
reduced by the amount of TPL to be collected by MCOs/PHPs.

6. Other (please describe):

e. FQHC and RHC Cost-Settlement Adjustment (Appendix D.lIl, Line 46) : This
adjustment accounts for the requirement of States to make supplemental payments
for the difference between the rates paid by an MCO/PHP to an FQHC or RHC and
the reasonable costs of the FQHC or RHC. The UPL and capitated rates should
include payments for comparable non-FQHC or non-RHC primary care service
expenditures.

1. Cost-settlement supplemental payments made to FQHCs/RHCs are
included in without waiver costs, but not included in the MCO/PHP rates, base year
UPL costs, or adjustments. The State also accounted for any phase-down in
FQHC/RHC payments beginning in Fiscal Year 2000, as outlined by Section 4712 of
the BBA. [f the State pays a percentage of cost-settlement different than outlined in
the BBA not to exceed 100 percent, please list the percentage paid . The
UPL and capitated rates should include payments for comparable non-FQHC or non-
RHC primary care service expenditures.

2. X Other (please describe): No settlement payments in without waiver
costs or in rates.

f.  Payments / Recoupments not Processed through MMIS (Appendix D.IlI, Line
51). Any payments or recoupments for covered Medicaid State Plan services
included in the waiver but processed outside of the MMIS system should be included
in the UPL.

1. Payments outside of the MMIS were made. Those payments include
(please describe):
2, Recoupments outside of the MMIS were made. Those recoupments include

(please describe):
3. X The State had no recoupments/payments outside of the MMIS.
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g. Pharmacy Rebate Factor (Appendix D.1I], Line 68): Rebates that States receive
from drug manufacturers should be deducted from UPL base year costs if pharmacy
services are included in the capitated base. If the base year costs are not reduced
by the rebate factor, an inflated UPL may result. Pharmacy rebates should also be
deducted from FFS costs if pharmacy services are under the waiver but not

capitated,
Basis and Methodology:
1. Determine the percentage of Medicaid pharmacy costs that the rebates

represent and adjust the base year costs by this percentage. States may want to make
separate adjustrents for prescription versus over the counter drugs and for different
rebate percentages by population. States may assume that the rebates for the targeted
population oceur in the same proportion as the rebates for the total Medicaid population.

2__X The State has not made this adjustment because pharmacy is not an
included capitation setvice and the capitated contractor's providers do not prescribe
drugs that are paid for by the State in FFS.

3. Other (please describe):

Optional Adjustments

Note: These adjustments may be made based upon the State’s own policy
preferences. There is no HCFA preference for any of these adjustments. If the
State has made an adjustment to its without waiver cost, information on the basis
and methodology used is required and must be mathematically accounted for in
Appendix D.IV. If the State has chosen not to make these adjustments, please mark
the appropriate box. '

a.  Administrative Cost Calculation (Appendix D.IlI, Line 44); The administrative
expense factor should include administrative costs that would have been attributed to
members participating in the MCO/PHP if these members had been enrolled in FFS.
Only those costs for which the State is no longer responsible should be recognized.
Examples of these costs include per claim claims processing costs, additional per
record PRO review costs, and additional Surveillance and Utilization Review System
(SURS}) volume costs.
Basis:
1._Xx All estimated administrative costs of the FFS plan that would be
associated with enrolled managed care members if they had been enrolled in the
FFS delivery system in this adjustment. Thisis equalto 5 percent of FFS service
costs. :

2. The State has chosen not to make adjustment.

3. Other {please describe):

Methodology:

1._ X Determine administrative costs on a PMPM basis by adding all FFS

administrative costs and dividing by number of total Medicaid FFS members
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2. Determine the percentage of medical costs that are administrative and
apply this percentage to each rate cell.
Other (please describe):

b. Copayment Adjustment (Appendix D.IIi, Line 45); This adjustment accounts for
any copayments that are collected under the FFS program but not to be collected in
the capitated program. States must ensure that these copayments are included in
the UPL if not to be collected in the capitated program.

Basis and Methodology:

1. Claims data used for UPL development already included copayments
and no adjustment was necessary.

2. State added estimated amounts of copayments for these services in FFS
that were not in the capitated program.

3._ X The State has chosen not to make adjustment.

4. Other (please describe):

c.  Data Smoothing Calculations for Predictability (Appendix D.HI, Line 65): Costs
in rate cells are smoothed through a cost-neutral process to reduce distortions
across celis and adjust rates toward the statewide average rate. These distortions
are primarily the result of small populations, access problems in certain areas of the
State, or extremely high cost catastrophic claims.

Basis and Methodology

1. The State made this adjustment (please describe):

2. x The State has chosen not to make adjustment.

d. Investment Income Factor (Appendix D.HI, Line 50); This factor adjusts
capitation rates and UPLs because FFS claims are paid after a service is provided
while payments under managed care are made before the time of services.

1. Since payments are made earlier, the equivalent amount of payment is
slightly less, because the earlier payments would generate investment income
between the date of receipts and the date of claim payment. A small reduction to the
UPL was made. Factors to take into account include payment lags by type of
provider; advances to providers; and the timing of payments to prepaid plans,
relative to when services are provided.

2. X The State has chosen not to make adjustment.

3. Other (please describe):

e. PCCM case-management fee deduction (Appendix D.11I, Line 52): When
States transition from a PCCM program to a capitated program and use the PCCM
claims data to create capitated UPLs, any management fees paid to the PCCM must
be deducted from the UPL.

1. PCCM claims data were used to create capitated UPLs and
management fees were deducted. Please note: if the State chose to use PCCM
claims data, then this adjustment is required.
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2. x This adjustment was not necessary because the State used MMIS
claims exclusive of any PCCM case-management fees.
3. Other (please describe):

f.  Pooling for Catastrophic Claims (Appendix D.IlI, Line 53): This adjustment
should be used if it is determined that a small number of catastrophic claims are
distorting per capita costs in some rate cells and are not predictive of future
utilization.

Methodology:

1. The high cost cases’ costs are removed from the rate cells and the per
capita claim costs are distributed statewide across a relevant grouping of capitation
payment cells. No costs are removed entirely from the rate cells, merely
redistributed to rate cells in a manner that is more predictive of future utilization.

2. x__  The State has chosen not to make adjustment.

3. Other (please describe):

g. Pricing (Appendix D.llI, Line 54): These adjustments account for changes in the
cost of services under FFS. For example, changes in fee schedules, changes brought
about by legal action, or changes brought about by legisiation.

Basis:

1. Expected State Medicaid FFS fee schedule increases between the base
and rate periods.

2._ X The State has chosen not to make FFS price increases in the managed
care rates.

3. Changes brought about by legal action (please describe):

4. Changes in legislation (please describe):

5. Other (please describe):

h.  Programmatic/policy changes (Appendix D.III, Line 55): These adjustments
should account for any FFS programmatic changes that are not cost neutral and
affect the UPL. For example, Federal mandates, changes in hospital payment from
per diem rates to Diagnostic Related Group (DRG) rates or changes in the benefit
coverage of the FFS program.

Basis and Methodology:

1.__x__ The State made this adjustment (please describe). Related to inpatient
rate rebasing for DRG claims.
2. The State has chosen not to make adjustment because there were no

programmatic or policy changes in the FFS program after the MMIS claims tape was
created. In addition, the State anticipates no programmatic or policy changes during
the waiver period.

i. Regional Factors applied to Small Populations (Appendix D.III, Line 59). This
adjustment is to be applied when there are a small number of eligible months in
certain rate cells and large variations in PMPMs across these categories and regions
exist.
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Methodology:
1. Regional factors based on eligible months are developed and then applied
to statewide PMPM costs in rate cells for small populations. This technique smooths
out wide fluctuations in individual rate cells in rural states and some populations, yet
ensures that expenditures remain budget neutral for each region and State.
2. x__ The State has chosen not to make adjustment.
3. Other (please describe):

j. Retrospective Eligibility (Appendix D.Ili, Line 60): States that have allowed
retrospective eligibility under FFS must ensure that the costs of providing
retrospective eligibility are not included in the UPL. The rationale for this is that
MCOs/PHPs will not incur costs associated with retrospective eligibility because
capitated eligibility is prospective. Please note, however, that newborns need not be
removed from the base year costs if the State provides retrospective eligibility back
to birth for newborns.

Basis and Methodology:

1. Compare the date that the enrollee was determined Medicaid-eligible by the
State to the date at which Medicaid-eligibility became effective. If the effective date is
eartier than the eligibility date, then the costs for retrospective eligibility were removed.

2._x__  The State has chosen not to make adjustment because it was not
necessary given the State’s enrollment process.
3. Other (please describe):

k.  Utilization (Appendix DI, Line 62 ): This adjustment reflects the changes in
utilization of FFS services between the Base Year and the beginning of the waiver
and between Years One and Two of the waiver.

1. The State estimated the changes in technology and/or practice patterns
that would occur in FFS delivery, regardless of capitation. Utilization adjustments
made were service-specific and expressed as percentage factors.

2._x__  The State has chosen not to make adjustment.

3. Other (please describe):

I.  Other Adjustments including but not limited to guaranteed eligibility and risk-
adjustment (Appendix D.11], Line 63). [f the State enrolls persons with special health
care needs, please explain by population any payment methodology adjustments
made by the State for each population. For example, HCFA expects States to set
rates for each eligibility category (i.e., the State should set UPLs and rates separately
for TANF, SS8I, and Foster Care Children). Please list and describe the basis and
methodology:

Step 9: With Waiver Cost Adjustments (in addition to the Capitated or FFS
Base Year Cost Adjustments), Appendix D.lII, Lines 70-72). Note: Costs for the
following adjustments are included in the With Waiver Costs Appendix D.V.

a. Reinsurance or Stop/Loss Coverage (Appendix D.IlI, Line 71): Please note
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whether or not the State will be providing reinsurance or stop/ioss coverage.
Reinsurance may be provided by States to MCOs/PHPs when MCOs/PHPs exceed
certain payment threshelds for individual enrollees. Stop loss provisions usually set
limits on maximum days of coverage or number of services for which the MCO/PHP
will be responsible. If the State plans to implement either reinsurance or stop/loss, a
description of the methodology used is required. The State must document the
probability of incurring costs in excess of the stop/ioss level and the frequency of
such occurrence based on FFS experience. The rate of expenses per capita should
be deducted from the capitation year projected costs. In the initial application, the
effect should be neutral. In the renewal report, the actual reinsurance cost and
claims cost should be reported in with waiver costs.
Basis and Methodology:
1.__x__  The State does not provide reinsurance or stop/loss for MCOs/PHPs, but
requires MCOs/PHP to purchase such coverage privately. No adjustment was
necessary.
2. The State provides reinsurance or stop/loss (please describe):

b. Incentive/bonus payments (Appendix D.il1, Line 72): This adjustment should be
applied if the State elects to provide incentive payments in addition to capitated
payments under the waiver program. The State must document the criteria for
awarding the incentive payments, the methodology for calculating
incentives/bonuses, and the monitoring the State will have in place to ensure that
total payments to the MCOs/PHPs do not exceed the UPL. The costs associated
with any bonus arrangements must be accounted for in Appendix D.V With Waiver
costs.

Please describe the criteria for awarding incentive payments, the methodology for
calculating bonus amounts, and the monitoring the State will have in place to ensure
that total payments to MCOs/PHPs do not exceed the UPL:

None provided for this waiver period.

c. Other Adjustments (Please list and describe the basis and methodology):
Rebasing of inpatient hospital rates paid on a DRG basis — the total cost of rebasing
is estimated through an analysis of historical psychiatric claims. This amount is
converted to a rate increase by dividing by the number of Medicaid eligible persons
in each region of the state.

V.  Without Waiver Development: Appendix D.IV
Purpose:  To calculate without waiver costs on a PMPM basis.

NOTE: HCFA will measure the cost effectiveness of the waiver in the
renewal based on this PMPM calculation and the actual enrollment under the
waiver.

Please note that the data in this section for Waiver Years 1 and 2 should reflect
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the PMPM Without Waiver costs that were approved in the previous waiver in
your renewal, plus any changes approved by the RO in the annual capitated
rate approval. Please submit separate Appendix D.IV charts for each year in
the Without Waiver costs for the previous and upcoming waiver period.

Step 10: See instruction box.

Step 11:  See instruction box. These rate cells must be identical to the rate cells
used in Appendix D.Il Member Months.

Steps 12-13: See instruction boxes.

Step 14:  See instruction box. Adjustments expressed as percentages are applied
to the base year amount by category of service.

Steps 15-186: See instruction boxes.

Step 17:  See instruction box. Step 17 is designed to incorporate the cost of FFS
wraparound services into the without waiver costs. To simplify presentation, the
State may combine all wraparound services listed at Appendix D.II, presenting them
as one base year amount per rate cell. The State may then combine all adjustment
factors which affect a given rate cell, and apply the adjustments accordingly. This
methodology will result in a subtotal of adjusted FFS costs applied to each rate cell.
If the State prefers, individual FFS wraparound services may be calculated on
Appendix D.IV, as illustrated with pharmacy services in the example (Columns Z-AF).
If adjusted FFS costs are material, the State should be prepared to explain the
adjustments upon request.

Step 18:  See instruction box. These amounts represent the final PMPM amounts
which will be applied to actual enroliment in measuring cost effectiveness. States will
not be held accountable for caseload changes when submitting their waiver renewal
cost-effectiveness calculations. States should have PMPM costs for the 2-year
period equal to or less than projected Without Waiver costs as calculated in Step 18.

V.  With Waiver Development: Appendix D.V
Steps 19-29

The actuarial basis for the capitation rates for both MCOs and PHPs must be
specified in the waiver application, and there must be a demonstration that payments
to the contractor will be on an actuarially sound basis, in accordance with the
regulations at 42 CFR 434.61. The capitation rates must be specified in the waiver
application. Specifying the "actuarial basis" of the capitation rate means providing a
description of the methodology the State uses to determine its capitation rate(s).
Among the possible methods a State might use are: a percentage of the UPL; a
budget-based rate (e.g., the MCO/PHP's cost); and the contractor's community rate
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with adjustments as appropriate (e.q., for the scope of services in the State's
contract and the utilization characteristics of the Medicaid enrollees).

You may use other methods as well. If there are adjustments for stop-loss and
reinsurance arrangements, the actuarial basis for these adjustments should be
documented. The important things to remember are that the rate methodology must
be specified and there must be a demonstration that the rates do not exceed the
UPL.

Finally, as specified in 42 CFR 447.361, payments to contractors must be no more
than the cost of providing those same services on a FFS basis, to an actuarially
equivalent nonenrolled population group (i.e., no greater than the UPL).

With waiver costs are the sum of payments to capitated providers, FFS payments for
managed care enrollees that are controlled or affected by managed care providers,
and the costs to the State of implementing and maintaining the managed care
program.

a. Please mark and complete the following assurances to HCFA:

1._X__  The State assures HCFA that the capitated rates will be equal to or less
than the UPL based upon the following methodology. Please attach a description of
the rate setting methodology and how the State will ensure that rates are less than
the UPL if the State is not setting rates at a percent of UPL.

(@) Rates are set at a percent of UPL

(b)____  Negotiation (please describe):

(¢ Experience-based (contractor/State's cost experience or encounter data)
{(please describe):

(d____  Adjusted Community Rate (please describe):

(e)__x__Other (please describe): Actuarial rates set at outset of program plus
increases approved by the state legislature. Increases approved resuit in a rate that
is signficantly less than the UPL.

2.__X__ Therates were set in an actuarially sound manner. Please list the
name, organizational affiliation of the actuary used, and actuarial attestation of the
initial capitation rates.

Cost Effectiveness and Efficiency

The composite per eligible client upper payment limit is managed by the State at the
statewide PHP level. The State is requesting that cost effectiveness be measured
overall for all regions under the waiver and not within each region. This is consistent
with prior waivers approved. This will allow the State to realign regional funding with
better measures of need without violating overall cost effectiveness. This will occur
according to a plan approved by the State's Legislature using established measures
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of service need. The realignment of regional funding incorporates a statewide
PMPM rate that is a composite of the regional rates approved in the prior waiver.
The attachment explains in detail how the regional rates approved in the prior waiver
were incorporated into the composite rate used in the funding realignment.

Similarly, the state is combining the actuarially determined inpatient rate with the
actuarially determined outpatient rate into a combined rate for all services provided
under the waiver, This combined rate promotes integration of services and a
broader continuum of care service delivery method.

in order to show cost effectiveness the State will compare costs under the waiver to the
projected costs of the program absent the waiver. This will be done by comparing total
costs using contracted rate increased by each Medicaid eligibility category (categorically
needy, disabled and medically needy) multiplied by actual caseload to determine costs
under the waiver.

These costs will be compared to the projected costs of the program without a waiver,
These costs will be calculated by inflating the base rate by the yearly medical inflation
rate from the Bureau of Labor Statistics and multiplying this rate by total actual caseload.
This total would be compared to the costs with the waiver to determine cost
effectiveness.

Appendix | includes the actuarial report. Also included are worksheets showing
inflation, rate adjustments, projected changes in Medicaid eligible and the estimated
state and federal fund savings for FY2001, FY2002, and FY2003 using the much of
the same methodology the state has applied since its original waiver in 1993.

However, the state has made changes to the way the funds are distributed
throughout the state in response to Legislative direction. This direction entails a four
to six-year phase-in for the allocation of funds from the historical method to the
prevalence method. The historical method uses the actuarially determined per
member per month (PMPM) rates (as determined in 1992 for outpatient services and
1997 for inpatient services) increased periodically by the Legislature. These are the
rates that were approved in the last waiver period. The prevalence method uses the
historical method rates (the rates approved last waiver period) for 2001 to calculate a
weighted average statewide rate (WASR) for each category of Medicaid eligible.
The WASR for each category is calculated by adding the PHP's inpatient and
cutpatient rates to create one rate. This is done by multiplying each PHP's rate by
the number of Medicaid enrollees residing in that PHP, adding the results of all the
categories to be combined, and dividing the sum by the state-wide number of
Medicaid eligibles. :

3._X The State will submit all capitated rates to the HCFA RO for prior
approval. '
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b. The State is requesting a 1915(b)(3) waiver in section A.l1.g.2 and will be
providing non-state plan medical services.

1. The State will be spending a portion of its savings above the capitation
rates for additional services under the waiver.

Please state the actual amounts spent on 1915(b)(3) savings which was spent on
additional services in the previous waiver period . This amount must be
built into the State’s with waiver costs for Years 1 and 2.

Please state the PMPM or aggregate amount of 1915(b)(3) savings which will be
spent on additional services in the upcoming waiver period . This amount
must be built into the State’s with waiver costs for Years 3 and 4.

2. The State is requiring plans to spend a portion of their capitated rate on
additional non-State plan medical services.

Please state the actual amount or percent of the PMPM that was spent on average
on non-State plan covered medical services . This amount must be built into
the State’s with waiver costs as a portion of the capitated rates. Please document the
actual amount spent on non-State plan medical services.

Please estimate the amount or percent of the PMPMs that will be spent on average
on non-State plan covered medical services . This amount must be built into
the State's with waiver costs as a portion of the capitated rates. Please explain the
assumptions that the State used to calculate this amount.

Steps 19-20: See instruction boxes. The eligibility categories and rate cells
must agree with those in Appendix D.IV. States must document actual PMPM costs
under the waiver for the previous two-year period. They also must estimate the
PMPM costs under the upcoming waiver period. Please note that the data in this
section for Waiver Years 1 and 2 should reflect the actual costs incurred in the
previous waiver period under the Waiver Program. Please submit separate
Appendix D.IV charts for each year in the Without Waiver costs for the previous
and upcoming waiver period. Note: because of the timing of the waiver renewal
submittal, the State may need to estimate up to six (6) months of enrollment data for
Year 2 of the previous waiver period.

Steps 21-29: See instruction boxes.

VI. Year 1 Aggregate Costs: Appendix D.VI
See Instructions for C.VII Year 2 Aggregate Costs

Vil. Year 2 Aggregate Costs: Appendix D.VIi
Steps 30-35: See instruction boxes.
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VIIl. Year 3 Aggregate Costs: Appendix D.VIII
See [nstructions for C.VIl Year 2 Aggregate Costs

IX. Year 4 Aggregate Costs: Appendix D.IX
See Instructions for C.Vil Year 2 Aggregate Costs

X. Cost Effectiveness Summary: Appendix D.X
Steps 36-40; See instruction boxes.

110



Appendix D



Summary

Previous
VWaiver Upcoming Waiver
Year One Year Two Pariod Total Year Three Year Four Period Total
Program Cost .
Capitation Program:
Without Waiver Cost
Chelan Douglas 5 3.756.347 ) 4006343 § 4258316 § 8.264,65%
Clark § 16.357.083 s 17453898 S 18570616 & 36.024.514
Grays Harbor $ 4468305 S 4768516 § 5073420 § 9.841.945
Greater Columbia S  36.403,181 S 38761759 S 41206498 S 79588255
King S 70012482 5 74,750,850 S 79506972 § 154257821
NEWRSN $ 4887350 3 5212322 & 5544016 § 10.755,338
MNorth Central S 8472272 s 9041800 § 8,625,883 5 18,667,782
North Sound $  45.698.130 8 48,713,133 5 51,769,180 § 100,482,312
Peninsula & 1503D.062 S 16.0356%0 S 17.057.408 5 33.083.098
Pierce § 42368650 s 35,193.868 S5 48,062,328 & 53.262.158
Southwest S 3,454,760 5 4219455 § 486373 & 8.705828
Spokane § 14,636,585 ] 16.583.922 3§ 16552585 3 32,136,507
Thurston § 10,289.967 5 11083640 5 11,783,242 § 22,866,882
‘Timberands 5 3.178,336 5 3389426 5 3604198 § 6.893.624
Toiol Non-waiver Costs § 279.612.600 5 288,220,760 § 7,101,144 5 615.321.804
VWaiver Cost: -
Capitation Payments
Cheian Douglas 5 3627712 5 3.733660 5 3841420 § 7,581,100
Cilark ' § 13597516 5 14,432,479 § 15834003 5 28,266,482
Grays Harbor $ 3216398 S 4348947 8 2471517 8 £.820.464
Greater Columbia 5 20.705,956 5 31613877 § 32473962 S £4.087.838
King § 57667659 3 55483680 S 61,123597 § 120847277
NEWRSN 5 4.587.317 3 = 729,748 5 4860835 3§ B.550.687
North Central 5 7652425 S 7937678 S £.1658558 S 16,103.235
MNorh Sound § 37.285610 5 3BA15.028B 5 39446566 S 77.861.594
Peninsula § 13028783 5 13434397 S 13,805.620 S 27.240.021
Pierce 5 34713374 5 35.761.348 § 15759607 S 72.540.955
Southwest 5 3.513.525 5 2035012 § R 147257 S 8.183.289
Spokane 14024567 5 1532285 5 14817268 % 25.249,528
Thurston 5 9.263.083 5 B.330,878 & 9810641 S 19.361.515
Timberlands 5  3.266.32% 3 3387711 8 J4E0.684 & £.828.585
Tetal wWaver Cosis § 238.006.€62 5 243.303.701 8 252018586 3 4pr3z2.isy
Cagiation Savings (Program Costs) $ 41606538 3 32517058 3 £€5.082.278 5§ 147559318
Administrative Costs:
Direct Adminisirative Cost:
Children's Survey 5 £00,000 3 aoneey s 2000
Adult's Survey S 000 5 20000
tuary § I0Q0C0 8 L0088
Teral Direct Agministrative Costs s 200.000 5 WALLC 8 S50000 5 RO
Ingirect Agdministratee Costs:
MMIS Expense $ 25000 8 25000 % L2000
Teial Incirect Acmmnisiratve Cosls 3 2500 23000 3§ 30,000
Totat Anrmnisirative Cosis S 202000 s 325000 3 325000 3 RN
Total Savings 5 2308428 5 22352058 & E3.E57,27T8 5 TAT 4B IS
- Stale of Washirgmen
Wawer Summany.xis Face 1 b ErTaledy



Chelan Douglas
Clark

Grays Harbor
Groater Columbla
King

NEWRSN
Norh Canlral
North Sound
Peninsula
Piorce
Southwasl
Spokano
Thurston Masgn
Timborlands

Chelan Douglas
Clark

Grays Harbor
Grealer Columbia
King

NEWRSH

North Cenlray
North Sound
Perinsula
Piarca
Southwosl
Spokann
Thurston Kason
Tirmborands

FY02 OUTPATIENT PHP RATES WITH ADMINISTRATION & ASSUMED SAVINGS

Childran Adulls

Disablod Mod Needy Expansion CatNaedy Disabled Med Naody

4.81 42.48 217 9.51 2.03 83.80 14%

10,18 10552 119 8.51 o 101.27 5.05
11.0d 73.34 6.47 2.51 213 63.90 7.38
13.53 52.27 12.89 8.51 6.54 81.18 8.04
8.52 47.83 8.88 9.51 7.43 103.64 18.05

11.58 64.30 5.62 9.51 8,08 77.18 1613
11.03 44.55 445 7.51 7.20 B82.0G 7447
14.63 49,85 8.12 9.51 12.80 110.88 9.37
10.60 37.54 8.59% 9.51 616 95.02 4.85
1240 34.40 +4.98 8.51 8.06 101.86 8.06
§.38 22.44 7.48 .51 4.29 57.76 239

10.32 2518 5.77 9.51 G.45 28.49 1.80
7.74 84.54 10.02 2.51 952 71.52 19.18

5.00 20.67 7.61 51 4.80 kXAl 9.08

Conversion of Ratos ta Qulpatient Gross Capilation
Formula: Rales/1.05 o factor oul adminisiration ther' 99 for assumod savings

4.63 40.85 2.09 9.15 8.69 8062 1.74
0.77 1015 1.14 9.15 3.76 97.42 4.80
10.68 7055 © 022 .15 205 51.47 7.10
13.02 50.28 12.40 9.15 6.2 78.10 8.70
8.20 48.01 8.52 9.15 7.15 99.70 17.94
i1.12 6188 8.20 9.15 5.85 7425 1552
10.41 42.86 4.28 2.15 6.98 59.64 71.84
14,07 48.05 7.1 915 12,3t 10567 2.01
10.20 3.1 8.20 915 593 9141 4.87
11.88 33.09 14.41 815 7.75 98,09 7.75
518 21.59 718 0.15 4.13 55.57 2.30
0.93 2422 5.55 9.15 a.20 27 41 1.73
7.45 62.09 1541 915 0.18 68.50 18.45
577 1%5.68 7.32 9.15 462 35.75 8.73

Non-Dis

FYS7 INPATIENT GROSS CAPITATION

Children Adults
Disablod  Non-Dis Disabled

3483 2203 4,38 $17.00

4.02 22.08 4.08 19.80

2.85 24.70 264 15.28

3.2 26.28 3.53 1203

.84 2205 4.73 22.79

4.85 2242 2.86 13.58

4,25 047 a.81 16.53

2.64 24.13 2.27 13.10 i
2.71 2146 288 13.20

1.53 19.87 B.07 23.04

3.6 2401 353 20.86

5.66 2244 492 12.67

4,78 22,50 315 19.01

2.24 2297 244 14,38

Attuary Recommended Adjusiment

FYpd
FYS4
FY95
FYgs
FYor
FY08
Fyog
FYDO
FYo1
FY 02
FY 03

4.50% 104.50% FY23 - 1993 CPI Servives

3.00% IOT.B4% FY94 - 1994 CPI Servicos

1.60% 111.B4% FYDR5. FY 00

3.00% 115.20% Oopariment of Labor - Bureau of Labor Stalistics
2.80% 118.43% CPI far Medcal Care - Unadiusicd 12-month ncreaso
3.40% 122.46% Decemberfo December

A70% 126.99%

4.20% 132.32%

1.50% 138.85% Eslimale . average of 2500

A.50% 141.74% Esfimale - average of 9500

3.50% 146.70% Estimale - average of 95-00

APPLIED RATE 140.70%



Chalan Douglas
Clark

Grays Harbor
Greater Columbia
King

NEWRSN
Norlh Central
North Sound
Peninsula
Pierce
Southwost
Spokang
Thurslon Mason
Timbarands

Chalan Douglas
Clark

Grays Harbor
Groalar Colurnbia
King

NEWRSN
Horh Ceonlral
MNorth Sound
Peninsula
Piorca
Soulbwesi
Spokang
Thurston Mason
Timberlands

Cat Noody

.44
1245
13.28
15.28
10.81
13.28
131.28
16.52
12.85
14.08

7.00
12.63
0.74
7.78

Childron
Disabled

92.29 264

120.73 11.80
83.74 11.80
59.77 15.72
57.83 1080
73.60 11.00°
54,60 11.90
571 11.90
40.687 1047
4253 1190
2656 9.09
3264 11.80
73.81 11.90
27.57 9.28

FY02 Contracted Rates

Mod Noody Expansion

Conversion of Rates lo Service Costs
Formula: Rales/1.0§ for administialion in outpationl. Rolos/1.025 for administeation for inpatient

6.13
11.88
12.65
14.55
10.10
12.05
12,65
15.73
12.33
13.41

6.72
12.03

9.28

7.41

49.80
114.88
7875
56.92
55.08
70.10
52.00
5428
44.45
40.89
28.17
31.09
70.30
20.28

2.51
11.33
11.33
14.97
10.29
11.33
11.32
11.33

.07
1433

8.68
11.33
11.33

B.64

1259
1259
1259
12,59
12.59
12.5%
12.59
12.59
12.59
12.59
12.59
12.58
259
1259

11.09
11.99
11.99
11.99
1199
11.59
11.99
11.99
11.99
11.99
11.64
11.69
109
11.99

Adulls

CalNeedy Disabled

11.05
4.84
273
7.98
887
741
a.80

15.61
7.54
0.84
531
7.08

11.64
5.9%

$0.52
4 61
260
7.58
8.45
7.06

126.12
127.22
65.49
107.41
121.22
118.38
2i.20
132.20
12074
121.78
88.2%
48.56
95.84
64,69

12012
121.18
91.00
102.30
11545
112.74
86.88
125.90
114.99
115.06
84.09
45.26
01.28
61.61

Hed Neody
252
0.65
9.02
1002
24 44
21.30
98.78
12.29

6.11
10.63

3o

250
25.45
1118

240
623
8.59
10.40
23.28
20.29
04.08
1.7
5.82
10.12
287
238
24.24
10.65

HNon-Dis

FYD3 Contracted Ratas
Children Adults
Disablad  MNon-Dis Disabled
407 23.36 4.62 18.02
4.28 23.40 433 2098
303 26.1%9 2.80 16.20
3.50 2107 374 12,76
302 2337 501 24.16
5.14 23.76 304 14.39
4.50 21.70 4.04 17.52
2.80 25.58 240 13.89
286 2243 305 13.08
1.62 21.07 B8.44 25.38
383 2577 4.16 22.12
5.8 23.78 384 13.43
505 23.88 3 2014
237 24.35 2.58 15.21
ey 22.1% 4.51 17,58
4.18 22.83 4,22 2047
2.96 25.55 273 1580
341 27.29 3.65 12.45
285 22 80 469 2157
50 2318 2497 14,04
430 2117 3.04 17.09
21 24 90 234 13.55
2719 2188 208 1264
1.58 2056 0.28 24.76
174 2514 4.06 21.58
5.84 23.20 75 12,140
4.93 2328 326 19.65
21 23.76 2.52 1484



Chelan Do glas
Clask

Grays Harbor
Greator Columbia
Kirg

NEWRSN

Horlh Contral
Harlh Sound
Poninsula
Fiarca
Soulkramnst
Spokang
Thurslon Mason
Timbedands

Chetan Douglas
Clark

Grays Harbor
Greater Columbla
King

HEWRSH
Naorth Cendral
Horlh Sound
Feninsula
Picrco
Soutiwast
Spokane
Thursion Mason
Timbertands

Chatan Dougtas
Clark

Grays Harbor
Groalar Cedumbia
King

HEWRSH

Nerh Central
Novth Sound
Peninsula
Piorca
Soullraest
Spokana
Thurston Mason
Timbartands

Cil Heady

678
14.34
15.64
19,09
12.02
0N
1557
2085
14.06
17.58

7.58
1450
1062

8.47

Disablad
59.92
t48.62
103.50
nn
87.50
90.74
62.87
70.49
52.08
48.55
3167
35.54
91.04
29.17

Chiddran

FY92 Ralos Inflatod Forward

Med Heody  Expansion
3.00 13.42
1.88 1342
8.13 13.42

16.18 1342
12.60 13.42
12047 £3.42
a.28 13.42
11.48 13,42
12.12 1142
21.14 13.42
10.53 13.42
B.14 13.42
2261 13.42
10.74 1342

CatNeedy
12.74
552
301
9.23
10.40
858
10,25
18.08
8.69
1.37
.05
§.10
13.44
G.77

Adults
Disabled
116.20
14292
20.18
114.57
146.26
108.92
87.50
158.48
124.10
142,89
81.91
.21
100.93
5244

FYQZ OFFICIAL ESTIMATES OF MEDICAID ELIGIBLES- PER MONTH AVERAGES

8179
24,071
7.309
08,280
02,068
r.6es
17,514
51,450
19,643
49,895
8,845
34,101
18,601
8,574
400,400

221
838
253
1,900
2,802
203
4712
1,754
a37
2,284
ary
1,404
708
321
14378

FYO2 INFLATED RATES PROJECTION

747,728
4,244,834
3,371,505

15,808,006
11,841,324
1,505,121
3,271,552
12,747,213
3,522,182
10,528,388

802,868
5975551
2,178,076

211,529

75,317,085

159,151
1,467,083
313,729
1,687,117
2,260,700
221462
356,157
1,483,684
532,335
1,330,518
143,400
Su8.a91
791,752
112,260
11,478,119

2,862
5.U78
1.669
15,581
21,479
1,733
4430
10,863
4970
11,514
1,705
8578
4,150
2,292
102,825

401,001
902,750
208,800
2,509,282
3,459,255
274,187
714,038
2,683,800
801,270
1,854,420
274 604
1,281,501
701,588
369,091
16,721,350

2,850
10,231
3,019
23,108
41,553
3.028
5,317
21,232
B.475
20,800
3,967
15,781
6,864
3,639
170,014

435843
664,000
105,858
2,550,353
5,229,802

311,789 .

650,185
4,602 456
£84,000
2,630,168
289,040
1,723,749
1,108,640
29%,780
21,728,511

1,377
5206
2249
10,37
27.040
1,066
2871
tazm
5.885
15,189
2,478
2,039
4,614
2324
104,856

1,954,470
0.100,427
2,433,705
14,184,060
A7 458,821
2,569,760
3,118,593
24,788.212
0,460,300
20,226,924
2,423,884
4,795,203
5567.910
1,462,767
155,574,600

Med Noedy
255
.13

10.42
12,76
2832
2276
185.10
13.22
064
1137
337
2.54
2707
1z2a1

177
219
172
1,070
1,637
160
o]
825

124
135

270
215
7,290

547
23,813
21,509

163,734
517,034
43,608
417,252
146,723
45,400
98,613

5.472
19,620
araa
32,5%1

1,620,225

F¥97 Ralos Inflated Forward
Adults
Disablod

Chidron
Hon-Dis Disablog

5.62 32932
500 239
.18 38.23
483 38.70
417 32.35
7.4 J2.89
6.2) 30.03
47 A5.40
.48 .48
224 29.15
530 35.66
B8.30 2902
093 3203
3.29 3370
12,042 22t
30,648 338
8,978 253
63,081 1,008
103,547 2,802
9,422 203
21,853 412
68,113 1,754
24819 817
01,409 2,284
10,550 arr
42,769 1,404
20,958 T06
11,263 a2t
510,222 14,3789
811,805 85,638
2,168,935 325,834
450,451 100,834
4,852,718 885,009
5,176,872 1,087,000
604,413 80,260
642487 170,112
3,165,500 745,044
1,174,494 316,333
1,654,008 700,885
670,452 161,487
4,261,437 554 804
1,756,143 270870
444,118 126,879
20,043,095 5730572

Non-Dis

6.40
5.09
3.87
51B
6.4
420
559
33
422
8.90
5.77
51
462
.58

3,027
10,810
EALT)
41719
43,200
3.188
5,668
2,157
2.028
21,524
4,122
16,424
7134
3,653
177,304

232,318
762,088
148 209
1,502,452
3,697,154
160,495
380,158
885,407
457,694
2,209,896
285,168
1,046,568
U564
165,512
12310001

2494
20.05
pr X ¥
17.65
3343
19.02
24.25
19.22
1825
35,12
30.60
18.5%
27.69
21.07

1317

2,240
10,317
40

2,071
13,2m
5,885
15,189
2,478
0,939
4614
2,324
104,856

412,153
1,849,570
604,044
2,184,953
10,848,217
470,015
854,410
31,044,310
1307418
6,401,270
08,052
2,210,188
1,643,935
587,500
33,365,538

850,771

BRRERRAY



Chalan Douglas
Clark

Grays Harbor
Groater Columbia
King

NEWRSN

Horth Conlral
North Sound
Peningula
Piorce
Souttwe st
Spokang
Thurston Kason
Timbertands

Chelan Doyglas
Clark

Grays Harbor
Grealer Columbia
King

HEWRSH

Horlh Central
Horth Sound
Poninsida
Plerco
Soultrwast
Spakano
Thurston Mason
Fimbarlands

Chelan Douglas
Clark

Grays Harbor
Groater Columbia
King

HEWRSN
Horh Cantral
Morth Sound
Peninsula
Plorco
Soulleaest
Spokana
Thurston Mason
Timberdands

Cal Noody
6.13
11.88
12.65
14.55
10.10
12,85
12.05
15.73
1232
1341
6.72
12.03
.28
744

Disableg
49.80
1i4.98
7015
58,92
55.08
1050
52.00
54310
A4 45
4089
2817
31.00
7039
2020

Chidron

FY03 Adjusted Ratas

Mad Needy  Expansion Cat Neody

2.51
#1.33
1133
14.97
1020
1133
1133
11.33

8.07
11.33

8.66
11.33
11.23

8.84

11.99
1108
11.49
11.98
11.99
11.69
1109
11.99
11.89
11.08
11.09
1189
i1.50
1190

10.52
461
260
1.58
A5
7.08
044

1487
7.18
.37
5.06
7.50

11.0¢
5.83

Aduits
Disablod
12042
12118
01.80
102.30
115.4%
1274
86.60
125.00
114.89
1500
84,00
46,25
91,248
a6t

FY03 OFFICIAL ESTIMATES OF MEOQICAID ELIGIOLES- PER MOMNTH AVERAGES

PR ¥
24,071
7,300
68,380
82,003
7.488
17.554
51,450
10,643
49,805
8,845
34,1m
16,609
8971
408,404

21
k1]
253
1,906
2,802
263
£72
1,754
837
2,284
377
1,404
o8
vy
§4,370

FY01 ADJUSTED RATES PROJECTION

075,509
1510278
1,100,330
11,841,171
2.851,330
1,300,854
2,858,102
8713731
2,007,192
8,028,817
T13,654
4,935,222
1,847,979
TO1.034
50,056,054

132,268
1,156,825
241,742
1,301,010
1,651,923
171,089
204,512
1,144,768
448,615
1,120,542
127,585
523,800
585,620
101,047
0,210,179

2862
5,678
1,669
15581
21,479
1.733
4,439
16,683
4979
11,514
1,305
8578
4,356
2,282
103,835

414,803
860,130
240,153
2,241,815
3,090,520
249,410
638,730
2,387,552
715,451
1,656,758
245333
1,234,245
620,787
320740
14,639,004

2,650
10,231
3,019
23,108
41,663
oz
5,337
1,202
9475
20,800
687
15,751
8,884
3,639
170,014

359,923
571,469
54,189
2,102,183
4213227
258,437
540,425
1,787 808
730,289
2,338,140
241,937
1,428,168
813,119
245,770
17,817,161

1377
5,306
2,240
10317
27,040
1.068
2.7
13,201
5.885
15,189
2478
09,939
4,614
2,304
104,855

1935219
7.715,008
2,480,016
12,664 852
7,460,007
2,059,937
3.060,154
19,044,784
8,120,057
21,138,218
2,504,352
55157714
5,052,293
1,718,469
132,050,370

Med Needy
240
6.33
8.59
040
23.28
20.20
94.08
11.7¢

5.82
10.12

287

2.8
24.24
1065

177
279
172
1,070
0637
160
a
925
553
724
135
644
270
215
7.200

5,089
21,215
17,741

133,474
457,242
38,801
373405
120,874
38,508
87,040

4,65)
11,380
70,641
27443

1.432,590

FY03 Adjusicd Ratos

Chidren
Non-Dis Disablod

. 3ar 22.79
4.16 2283
2.0 2555
34 T
2485 22.60
501 2318
439 2147
273 2498
278 21.83
1.58 20.56
1.7 25.14
5.84 23.20
4.93 2328
M 23.76
12,042 rral
30,648 B38
8,878 253
83,001 1,906
103,547 2802
0,422 203
21,953 472
68,113 1,754
24 619 837
81,400 2,284
10,550 arr
42,789 1,404
20,058 708
11,2683 321
510,232 14,379
573,178 60,530
1,528,538 220,646
318,488 77,450
3.440,350 624,102
3,661,020 765,650
566,052 56,573
1,156,580 119,029
2,232,760 525,250
824, M7 216,882
1,104,684 583,375
473,048 113,845
2,999,249 360,008
1,239,054 197,238
312,405 91,422
20491005 4,030,400

Aduits
Non-Dis Disabled

4.61 17.58
4.22 2047
273 15.80
65 12.45
4.6% 2357
297 14.04
3.54 17.09
2.34 11.55
298 $3.64
628 24.70
400G 21,58
.76 13.10
3.6 19.65
252 14.84
3,027 1,277
10,810 5,308
3,191 2,249
24,178 10,217
43,200 27,040
3,188 1,968
5,608 291
22157 13,201
8,028 5,885
2154 5,180
4,122 2478
10,424 9,928
FAKT 4,014
3,853 2,324
177,304 D4 850
163,712 200,543
537472 1,303,238
104,602 420,533
1,658,628 1,541,249
2,531,854 7.648,160
113,453 311,222
268,081 GO9,205
622,550 2146872
322,351 983,520
1,622,620 4,511,140
200,747 81,712
738,970 1502677
278,975 1,087,800
115,388 413,504

8,482,407

23,470,303

BOG, 771

BHARROER
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A MILLIMAN GLOBAL FIAW

Milliman usa

Consultants and Acluanes 1304 FAn Averce, Suie 3800

Seatiie WA 981012505
Tet =1 325 £24 740

Fax =1 306 3401332
www. miliman com

July 16, 2001

Susan Lucas

Chief of Finance

Washington Dept. of Socia] & Health Services
Mental Health Division

P.O. Box 45320

Olympia, WA 98504-5320

" Re: 2001-2003 RSN Payment Rates
Dear Susan:
Per your request, we have reviewed your “Step by Step Process” for the development of

2001-2003 RSN Payment Rates. We have found that your mode! accurately calculates the
composite rates for Children and Adults separately for the Disabled and the Non-Disabled.

The model begins with rates cells spiit Children and Adults; outpatient categories Disabled,
Categorically Needy, Medically Needy and Expansion; inpatient categories Disabled and
Non-Disabled; and 14 geographic areas. In addition to rates for each cell, eligibility forecasts
for 2002 were provided for each rate cell. We have relied on these rate and eligibility figures
without audit in our analysis.

We have reviewed the calculations of the composite rates based on these starting assumptions
and find the logic to be sound and the application to be accurate.

Please let me know if you have any additional questions.
Sincerely,
= 52s
Timothy S. Barclay, FSA, MAAA
Consuking Actuary
/kep
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Mental Health Division

Proposed RSN Funding Allocation Model

2001 - 2003 Biennium

Model uses combined outpafient and inpatient statewide average rates.

Combined Rates by Category:

Children Adulis
Non-Disabled] Disabled |Non-Disabled] Disabled
Fiscal Year 2002 16.27 80.02 13.67 129,57
Fiscal Year 2003 16,27 80.02 13.67 129.57

01-03 coniract rates.xisEligibles Retes

NMental Heaith Division
Fiscal Sectinn
7i23/07



Mental Health Division
Combined Mode! for Legisiative Budget at New FMAP

1898-01
RSN Qutpatient Rates for 01-03
Fy 2001
Children Med Aduilts
CatNeedy Disabled Needy Expansion CatMNeedy Disabled Meg Needy
Chetlan Douglas 6.44 52.29 2.64 12.59 11.05 128.13 2.52
Clark 12.45 120.73 11.80 12.58 484 127.22 5.65
Grays Harbor 13.28 83.74 11.80 12.59 273 96.49 9.02
Greater Columbia 15.28 58,77 15.72 12.58 7.55 107.41 10.92
King 10.61 57.83 10.80 12.59 8.87 121.22 24,44
NEWRSN 13.28 73.60 11.90 12.58 7.41 118,38 21,30
North Central 13.28 54.60 11.80 12.59 8.86 91.20 28.78
North Scund 16.52 57.11 11.80 12.59 15.61 132.20 T2.28
Peninsula 12.85 46.67 10.47 12.5% 7.54 120.74 5.1
Pierce 14.08 42.93 11.60 12.59 9.84 121.76 10.63
Southwest . 7.06 29.58 9.08 12.59 5.3 58.29 3.01
Spokane 12.63 32.64 11.69 12.59 7.8 -18.56 2.50
Thurston Mason™ 9.74 73.81% 11.90 12,58 11.64 25.84 2045
Timbertands 7.78 27.57 9.28 12.5% 5.a1 Z4.68 1..18
Stalewide Avarage 12.91 56.04 - 12.5¢ 8.17 $+2.18 iT.2n
FY 2002
Children Mec Adults
CatNeedy Disacled  Moecy Expansicn  Cat Neecy Disahed  Med Neeow
Chelan Dougias A4 52.2¢ 2.64 12.5¢ 11.05 12611 257
Clark 12.45 120.73 11.60 12.58 482 127 22 8.3
(Grays Harbor 13.28 8374 T1.80 12.5% 2.73 GE.48 a0k
Greater Columbia 15.28 56.77 15,72 12.59 7.58 107,41 10,62
King 10.61 57.83 10.80 12.5% B.57 121.22 24,44
NEWRSN 13.28 73.80 11.80 12.59 e 118.28 2132
Nerth Central 13.28 54.60 11.60 12.58 8.8 44.20 88.7¢
Nerth Sound 18.52 57.114 11.80 12.58 15.64 13220 12,26
Peninsula 12.85 5.67 1047 t2.59 7.55 120,73 5.1
Pierce 1408 4283 11.80 12.52 9.84 121.73 1C.82
Southwest 7.08 29.38 a.0% 12.5% 831 g8.zs 3.0°
Spokane 12.63 3264 11.80 12.59 7.88 48.32 2.5
Thursten Mason a.74 73.81 11.80 12.59 11.64 g524 2545
Timberands 7.78 27.57 9.28 12.5¢ 561 54.29 $112
Statewide Average 12.81 56.04 - 12,59 a7 11048 1728
Fy 2003
Children T Mea Adults
CatNeedy [(isatblec N« Sxpansion  CatNeedy Dissuleg
Chelan Douglas 5.44 £€2.2% 12.5% 11.05 123593
Clark 12.45 120,72 1258 3.84 TEv.22
(rays Marpor 13.28 2374 12.5¢ 273 1348 :
Greater Columbiz 15,26 5977 12.5% 7.85 7.41 theR
King 10.81 57.83 12.5% Z.87 1.22 -2
NEVWRSN 13.28 TIED 12.5% 74 B8.38 aCisl
Nortk Central i3.28 54,60 1255 B.88 31.2C L2378
Nonh Seund 15.52 57 4t 12.%: 13.81 32.20 '2.2%
Peninguia 12.85 42 87 12.5¢ T.54 12074 g1
Pierce 1408 42,83 12.59 =% 121.78 30,53
Soutnwes: 7.03 28358 t2.58 5.3% 98.25 3407
Spoxane 1283 3282 12.58 T.88 48.58 2.33
Trnurston Kizson o7 738 12.58 1184 g5.82 25.45
Timberancs 7.78 2757 12.56 3.8% 64.65 1118
Statewine Avarage 12.83 355.04 - 12.58 Q.47 110.18 17.20
01-03 sontrazt rates.ds Meniat Healtn Division-Fissal Secnon
TaLE



Mental Haaltih Divizion
Comiingd Model for Legistative Budget at ew FIMAP

1695-01
RSH Inpationt Rates for 01.03
Fizcal Year 2041
Fizcal Year 2001 INPATIENT
Chidran Adulta
Non-Chzabled Dizabled NoreDuabled  Disabled
Chetan Douglas 4.07 3% 462 18.02
Carx 426 2340 421 20,58
Grays Haroor 3.03 2619 280 16.20
Greater Coturnisia 350 2747 A.T74 1276
King 302 2337 501 2316
Ihormeasl (NEVWRSEN) 514 2A76 304 14,35
Morth Cenirad 4,50 210 3.04 17.52
Horm Sound 260 2558 2.40 1368
Peninsula 285 ZZ.3) 305 12.58
Pistee 162 2107 £.44 25.28
Souttrmest 38 2577 416 12
Spokang 569 2378 354 1343
Thurston Mason 505 2185 1M 20.14
Tindenancs - 237 2425 258 15.21
Statewide Average A431  2dxgE] 118 | 15.12
Fitcal Year 2002
INPATIENT :
Chigren Aguls '
Noo-Disabled Cosabed Non-Disalied  [hsasied f
Chetan Coueglas 447 235 462 BT
Caark 425 2340 4.31 2203
Grays Harber aca 26.19 2.8 1683
Greater Sotumbug 350 T84T 3. 136
King 142 2377 501 ¢ 24,13
Reortheast {NEWREN) 514 P 304 14.52
Nash Central 153 2 404 17.78
Karth Sound 280 2558 240 131.55
Perinsula 2.88 22,43 3¢S 14 42
Ferce 162 2107 ad 2552
Jramat k:h ) 2577 115 242
Spokane 593 2378 3.8+ t346
Trurston Masen 205 21E8 334 2065
Timberands 227 1435 258 618
Stalewte Average 343 23 68 4.1 16 a7
Fisoal Yoar 200
INPATIENT :
Childran AZIS |
Ngo-Diaatied Daatiee NonDisatied | Disatied |
Crelp~ Couglas +.07 23.15 IE2 1847
Ciark 526 2340 11 2203
Grays Haror U+ AL 2.23 16 86
Greater Coiumtiz 150 27 &7 274 12.82
King an2 2317 541 2415
Nerneast (NEWRSR) 512 2376 3.0 14.82
Henh Cenira! 4.5 2178 0= 1778
Norh Sound 2ED 2558 240 13.55
Peminzua 285 2241 Jcs 1543
Fierve 1.52 2107 544 25582
Sovianst 181 2577 LR 1] L]
Soshany FRsi) 2378 Jad 1346
Thursizn Masen 505 2388 U 2045
Timserands 37 23 2% 258 16,18
Stalewse Average 342 ral-x 418 19 37

AAA Redayng Aloccaton Bases oo FYSS ol
{2005A50N 5 winn Cisabied a2uHa CateRlny

Teta! s =
Clamg T
Thoian 283,575 gy
Cuam 484,268 §E5%
Grays kiR A 203
Sreater 2555805 s, &8 I
Kng 10162,512  2E5.8es 2905 \ [
JE5.875 5800 2034 3.Te Lol
628,537 23378 1B 4.5% %055 LT
103EET ‘T2EES T0.30% 4.33% 1 R-A R s
525,584 F1.043 542 15 28% LCETT L
Faerce 1ELDEDY 198 E2] ME1% 1247 pEy -} DT
[uhatl 1 1ESEES 145,573 2TELG o2 2,526 gy
 LLE BXE 33.24% L b 1.85% 372E ()
240547 115888 £ 85% 13T ITED3 bEN
2200 TR 2.1%% R it IEIED b
T SBE YT 1ETETIS 100400 145 274 50300
000G
McaASH 2500 Supsiementaldl0d contact rates s oING 7-9/89 Actuals = aema npet DvpoFasy: Seca
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